Entering Q1 2025, the DC office market started to feel the effects of cancelled GSA leases, most of which were already in holdover or in a soft-term cancellation period. While
this did not affect market fundamentals significantly this quarter, the prospect of single agencies or government contractors downsizing needs to be tracked closely by investors
with office market exposure. Nevertheless, a consistent highlight in the market is the robust demand for Trophy and Class A properties. Although they make up only 32% of the
total inventory, they accounted for a remarkable 41% of the quarterly leasing activity this quarter. This trend reflects the continued strength of premium assets, further

supported by the steady increase in FS rental rates.
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The Trophy and Class A segments of the market make up
rou%( hly 32% share of the total inventory of the DC office
market (138msf) but has punched above its market share in
leasing velocity this quarter and through a majority of the
past few years.

Source: Avison Young Market Intelligence, CoStar

Due to the resilience of the DC Trophy market, rents in this
sector have been on the rise. Strong tenant demand for high
quality space and a constrained office development pipeline,
currently at its lowest level in over 20 years, will help maintain
upward pressure on rents.
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A quick note on development

The DC office development pipeline remains at its lowest
point in more than 20 years, driven by factors such as
elevated construction costs, high interest rates, and
diminished tenant demand. 600 5t St NW continues to
be the only under construction property, but 725 12t St
NW should begin construction on their project this year.

Source: Avison Young Market Intelligence, CoStar, Real Capital Analytics

A quick note on vacancy

Asking rents for DC office buildings have increased
incrementally over the last several quarters and that
trend continues in Q1 from Q4. Concessions remain
elevated, albeit have shown signs of tapering in the
higher classes of the market. The limited development
pipeline in DC is a factor in applying upward pressure to

rents in the Trophy and Class A segments of the market.

A quick note on investment sales

With 2024 investment sales seeing higher transaction
totals than 2023, albeit at much lower bases than
previous sales, 2025 continues the same trend but
currently at a slower pace than Q1 of 2024. Early 2024
saw higher property class sales mostly made up of PRP’s
acquisition of 801 and 701 Pennsylvania Ave NW, as well
as other foreclosure sales. This quarter witnessed more
transactions involving class B and C due to more
predictable interest rates as well as continued interest in
residential conversions among lower-class buildings.
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Net absorption %

Existing R Under . e e e Total availability s Net absorption % Annual direct
inventory sf Deliveries sf (YTD) development sf Direct availability | Sublet availability | Total availability change (YoY) of u(1(\21$gl):ory of inventory (YTD) | asking rent psf FS
, K 399,617 1% 5% 6% -2. o . o R o .
East End 48,260,428 26.1% 2.5% 28.6% 2.06% 0.46% 0.46% $62.95
CBD 34,559,870 27.0% 1.8% 28.8% 0.62% -0.49% -0.49% $ 59.69
Southwest 13,357,249 15.1% 0.8% 15.9% 1.29% -0.30% -0.30% $50.72
Capitol Hill 8,563,236 21.4% 2.4% 23.8% 1.56% -0.47% -0.47% $76.65
NoMa 7,548,680 19.3% 0.4% 19.6% 1.70% -1.36% -1.36% $49.41
Dupont Logan Shaw 5,340,098 16.1% 2.7% 18.8% 0.74% 0.48% 0.48% $ 53.80
Upper Northwest 4,675,771 15.7% 3.6% 19.3% 1.58% 0.21% 0.21% $43.48
Navy Yard 3,389,954 24.6% 8.3% 32.9% 4.14% -1.69% -1.69% $57.94
West End 3,939,787 12.8% 4.9% 17.7% 1.42% 0.50% 0.50% $52.92
Georgetown 2,706,482 30.4% 2.4% 32.7% -0.80% 0.04% 0.04% $49.89
Northeast 1,883,165 18.4% 0.3% 18.7% 4.09% -3.33% -3.33% $52.71
SOUtheaSngglngt of the 1,424,366 5.7% 1.5% 7.2% 1.20% 0.12% 0.12% $ 46.00
Market total 135,649,086 0 399,617 23.1% 2.3% 25.4% -0.001% -0.14% -0.14% $ 59.96

Net absorption %

Existing N Under A — - T T Total availability : Net absorption % Annual direct
inventory sf Deliveries sf (YTD) development sf Direct availability | Sublet availability | Total availability change (YoY) of ||(1(\21$gt):ory of inventory (YTD) | asking rent psf FS
Trophy 9,737,248 399,617 13.6% 3.2% 16.8% -0.20% 0.28% 0.28% $96.98
Class A 34,470,830 21.4% 2.3% 23.7% -3.10% -0.46% -0.46% $73.68
Class B 81,795,144 25.4% 2.3% 27.6% 1.32% -0.02% -0.02% $ 54.46
Class C 9,349,842 20.4% 1.1% 21.5% 0.08% -0.49% -0.49% $40.29
Market total 135,649,086 0 399,617 23.1% 2.3% 25.4% -0.001% -0.14% -0.14% $ 59.96
Note: Office Buildings over 20k rsf YO U N G

Source: Avison Young Market Intelligence, CoStar




